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Revenue  Earning 

Benchmarking  has  become  very 
fashionable  in  recent  years  as  a 
mechanism  for  analysing  organisations’ 
relative  effectiveness  and  efficiency  and 
identifying  areas  where  business 
processes  need  to  be  improved. 
Consequently,  there  has  been  much 
activity  to  endeavour  to  identify  examples 
of  world  class  business  processes, 
regardless  of  the  organisation’s  business 
sector.  Indeed,  the  major  IT  vendors 
have  themselves  shown  considerable 
interest  in  re-engineering  their  processes 
as  their  business  environment  has 
become  increasingly  competitive. 

This  research  bulletin  is  the  first  of  two, 
that  endeavours  to  provide  some  basic 
benchmarking  data  for  vendors  operating 
in  the  systems  integration  and  project 
services  environments.  The  metrics 
shown  below  are  based  on  the  results  of  a 
questionnaire  sent  to  the  majority  of 
major  project  services  vendors, 
requesting  highly  confidential  data. 

Seven  responses  were  received,  primarily 
from  the  systems  integration  units  of 
leading  equipment  vendors  in  Germany 
and  the  U.K.. 


Days  Per  Annum 

This  bulletin  considers  two  key  areas: 
R&D  expenditure  and  utilisation  of 
personnel.  On  average: 

• Vendors  spend  four  per  cent  of 
revenues  on  methodology  R&D 

• Vendors  achieve  a seventy  per  cent 
utilisation  rate. 

Vendor  Investment  in 
Methodology  R&D 

As  the  focus  of  the  major  equipment 
vendors  has  shifted  from  products  to 
services,  so  the  profile  of  their  R&D 
expenditure  has  begun  to  change 
accordingly.  In  order  for  these  vendors  to 
succeed  within  the  systems  integration 
market,  they  have  had  to  develop  their 
own  proprietary  project  management 
methodologies.  As  some  organisations, 
such  as  IBM  Consulting,  turn  their 
attention  to  management  consulting,  so 
there  is  a corresponding  need  to  develop 
methodologies  that  can  be  used  to 
establish  their  credibility  with  potential 
clients  and  facilitate  repeatability  of 
assignments. 
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Exhibit  1 


R&D  Expenditure 
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In  addition,  the  majority  of  vendors’ 
professional  services  units  in  Europe  are 
developing  quality  management 
procedures  to  achieve  ISO  9000 
accreditation.  The  major  vendors  active 
in  the  U.K.  project  services  market  have 
typically  achieved  accreditation,  but 
many  of  their  subsidiaries  elsewhere  in 
Europe  are  still  in  the  final  stages  of 
working  towards  accreditation. 

Exhibit  1 identifies  the  proportions  of 
their  revenues  that  organisations 
currently  spend  on  quality  - assurance, 
control,  and  management  - and  on  R&D. 

The  proportion  of  revenues  that  the 
systems  integration  units  of  equipment 
vendors  spend  on  establishing  quality 
procedures  varies  between  one  and  five 
per  cent.  The  individual  level  of  spending 
is  probably  affected  by  the  stage  the 
organisation  has  reached  in 
implementing  quality  assurance 
procedures.  One  of  the  organisations  that 
estimated  its  spending  at  one  per  cent  of 
revenues  is  already  accredited  and 
another  merely  recognises  quality  as  an 
area  that  will  need  to  be  tackled  as  a 
priority  in  the  near  future. 


Interestingly,  a professional  services 
vendor  interpreted  quality  more  widely  in 
terms  of  quality  assurance  within 
individual  projects  with  the  result  that 
this  organisation  estimated  that  quality 
accounted  for  an  amount  equivalent  to 
forty  per  cent  of  its  revenues. 

Overall,  vendors  estimated  that  their 
R&D  expenditure  was  divided  | 

approximately  equally  between 
methodology  R&D  and  technology  R&D, 
with  even  the  equipment  vendors  on 
average  now  spending  more  than  forty 
per  cent  of  their  R&D  budgets  on 
methodology  R&D. 

Professional  services  vendors  appear  to 
spend  a higher  proportion  of  their 
revenues  on  R&D  than  the  equipment 
vendors,  with  a greater  share  of  this 
expenditure  directed  towards 
methodology  R&D. 

Project  Personnel  Utilisation 
Rates 

Exhibit  2 analyses  the  number  of  days 
that  project  services  personnel  spend  on 
training,  holidays,  and  sickness. 
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Exhibit  2 


Training,  Holidays,  and  Sickness 


Number  of  days 
per  annum 

Average 

; X-.;  X;  ■ -X  . • -X;X  X;.-.-.-X-.:  .•  •-.•X-X-xV .•  .•  X::'::::X'x-::Xv •'  X-.-. /•  '■ 

Maximum 

• ■ ; ... 

Minimum 

• ' . ' • 

Training 

13 

15 

10 

Holidays 

30 

33 

29 

Sickness 

6 

8 

5 

Total 

49 

52 

45 

Source:  INPUT 


No  distinction  has  been  made  between  the 
various  categories  of  project  personnel, 
since  in  most  instances  these  measures 
were  identical  for  all  project  personnel 
within  a given  vendor.  Indeed  there  is 
comparatively  little  deviation  in  these 
metrics  between  vendors  regardless  of 
the  region  of  Europe  covered  by  the 
figures  provided. 

On  average  these  categories  account  for 
twenty  per  cent  of  the  annual  availability 


of  project  personnel  - assuming  a total 
initial  availability  of  two  hundred  and 
fifty  days  per  annum.  In  terms  of 
opportunity  cost  of  the  staff  involved,  but 
excluding  the  cost  of  training  provision, 
the  training  investment  is  approximately 
8.5%  of  each  person’s  annual  billings. 

Exhibit  3 identifies  the  number  of  days 
each  category  of  personnel  averages  on 
pre-sales  activity. 


Exhibit  3 


Number  of  Pre-Sales  Days 


Category  of  personnel 

■ 
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Senior  business  consultant 

75 

85 
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Senior  IT  consultant 

45 

85 

20 
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40 

85 
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40 

85 

20 

Project  director 

50 

65 
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40 
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Exhibit  4 


Project  Personnel  Descriptions 


Project  director 

Responsible  to  client  for  project  delivery  on  major  projects 

Project  manager 

Responsible  for  individual  area  within  major  project  e.g.  management  of  one  or 
more  subcontractors 

Project  personnel  overall 

Includes  all  project  personnel  including  consultants 

Senior  business  consultant 

Includes  management  consultancy  and  high-level  application-specific  advice 

Senior  IT  consultant 

For  example,  includes  IT  strategy  development  and  high-level  technical 
infrastructure  design 

Source:  INPUT 


To  provide  guidance  to  respondents,  the 
definitions  of  project  personnel  shown  in 
Exhibit  4 were  provided  to  respondents. 

Naturally,  the  more  senior  the  personnel, 
the  more  time  they  spend  on  pre-sales 
activity.  Nonetheless,  there  was 
considerable  variation  between  vendors 
on  the  number  of  days  that  consultants 
spend  on  pre-sales  activity.  While  this 
may  reflect  definitional  differences 
between  vendors,  this  benchmarking 
exercise  suggests  that  only  senior 
business  consultants  should  spend  more 


than  fifty  days  per  annum  on  pre-sales 
activity.  The  vendor’s  success  rates  in 
winning  new  contracts  would  appear  to 
be  questionable  in  organisations  where 
comparatively  junior  consultants  are 
spending  in  excess  of  fifty  days  per 
annum  on  pre-sales  activity.  For  junior 
consultants,  a reasonable  benchmark 
appears  to  be  a target  of  less  than  thirty 
days  pre-sales  activity. 

Exhibit  5 identifies  the  average  number  of 
revenue  earning  days  by  category  of 
project  personnel. 
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Exhibit  5 


Number  of  Revenue  Earning  Days 
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Senior  business  consultant 

100 

150 

50 

Senior  IT  consultant 

140 

180 

100 

Junior  consultants 

150 

180 

100 

Consultants  overall 

135 

180 

100 

Project  director 

130 

150 

90 

Project  manager 

140 

180 

120 

Other  project  personnel 

155 

200 

100 

Project  personnel  overall 

150 

190 

100 
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It  is  in  vendors’  immediate  financial 
interests  to  maximise  the  number  of 
revenue  earning  days  for  all  categories  of 
personnel.  In  practice,  however  senior 
business  consultants  need  to  spend  a 
comparatively  high  proportion  of  their 
time  on  generating  sales.  In  some 
instances,  particularly  where 
organisations  use  their  senior  directors 
as  pre-sales  business  consultants,  these 


personnel  may  spend  a greater 
proportion  of  their  time  on  pre-sales 
activity  than  on  subsequent  revenue 
earning  activity. 

For  all  other  personnel,  the  figures 
collected  suggest  that  vendors  should  aim 
for  a minimum  target  of  140  revenue 
earning  days  per  year.  A number  of 
vendors  already  achieve  utilisation  rates 
well  in  excess  of  this  figure. 


This  Vendor  Profile  is  issued  as  part  of  INPUT'S  European  Business  Integration  Program. 

If  you  have  questions  or  comments  on  this  bulletin,  please  call  your  local  INPUT  organization  or 
Peter  Lines  at  INPUT,  17  Hill  Street,  London  W1X  7FB,  (+44)  71  493  9335. 
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International  IT  Intewgence  Services 


Clients  make  informed  decisions  more  quickly  and  economically  by  using  INPUT’S 
services.  Since  1974,  information  technology  (IT)  users  and  vendors  throughout  the 
world  have  relied  on  INPUT  for  data,  research,  objective  analysis  and  insightful 
opinions  to  prepare  their  plans,  market  assessments  and  business  directions, 
particularly  in  computer  software  and  services. 

Contact  us  today  to  learn  how  your  company  can  use  INPUT’S  knowledge  and 
experience  to  grow  and  profit  in  the  revolutionary  IT  world  of  the  1990s. 


Subscription  Services 

• Information  Services  Markets 

- Worldwide  and  country  data 

- Vertical  industry  analysis 

• Business  Integration  Markets 

• Client/Server  Applications  and 
Directions 

• Client/Server  Software 

• Outsourcing  Markets 

• Information  Services  Vendor 
Profiles  and  Analysis 

• EDI/Electronic  Commerce 

• U.S.  Federal  Government  IT 
Markets 

• IT  Customer  Services  Directions 
(Europe) 

Service  Features 

• Research-based  reports  on  trends,  etc. 
(Over  100  in-depth  reports  a year) 

• Frequent  bulletins  on  events,  issues, 
etc. 

• 5-year  market  forecasts 

• Competitive  analysis 

• Access  to  experienced  consultants 

• Immediate  answers  to  questions 

• On-site  presentations 

• Annual  conference 


Databases 


• Softwa  re  and  Services  Market 
Forecasts 

• Software  and  Services  Vendors 

• U.S.  Federal  Government 

- Procurement  Plans  (PAR) 

- Forecasts 

- Awards  (FAIT) 

• Commercial  Application  (LEADS) 

Custom  Projects 


For  Vendors — analyze: 

• Market  strategies  and  tactics 

• Product/service  opportunities 

• Customer  satisfaction  levels 

• Competitive  positioning 

• Acquisition  targets 

For  Buyers — evaluate: 

• Specific  vendor  capabilities 

• Outsourcing  options 

• Systems  plans 

• Peer  position 

Other  Services 


Acquisition/partnership  searches 


— 

INPUT  Worldwide 

Frankfurt 

SudetenstraBc  9 
D-35428  Langgbns- 
Niederkleen 
Germany 

Tel.  +49  (0)  6447-7229 
Fax +49  (0)6447-7327 

London 
17  Hill  Street 
London  W1X7FB 
England 

Tel. +44  (0)71  493-9335 
Fax +44  (0)71  629-0179 

New  York 

400  Frank  W.  Burr  Blvd. 
Teaneck,  NJ  07666 
U.S. A. 

Tel.  1 (201)801-0050 
Fax  1 (201)801-0441 

Paris 

24,  avenue  du  Recteur 
Poincar6 
75016  Paris 
France 

Tel. +33  (1)46  47  65  65 
Fax +33  (1)46  47  69  50  I 

San  Francisco 

1881  Landings  Drive  I 

Mountain  View 

CA  94043-0848 

U.S. A. 

Tel.  1 (415)  961-3300 

Fax  1 (415)961-3966  I 

Tokyo  I 

Saida  Building,  4-6,  I 

Kanda  Sakuma-cho 
Chiyoda-ku,  Tokyo  101  I 

Japan 

Tel. +81  3 3864-0531 
Fax +81  3 3864-4114 

Washington,  D.C. 

1953  Gallows  Road 
Suite  560 

Vienna,  VA  22182 
U.S. A. 

Tel.  1 (703)  847-6870 
Fax  1 (703)  847-6872 
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